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APPRQVAL OF ANNUAL FINANCIAL STATEMENTS 


' PJ" e P arat ' on ot these financial statements, which are set out on pages 4 to 51 in terms 

of Section 126(1) of the Mumcipal Finance Management Act and which I have signed on behalf of the 

Municipality. 


I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors if anv and 
payments made to Councillors tor loas of offica, If any, as disdosed in nete 20 of these annual Z'nctal 

statements 

are within the upper limits of the framework envisaged in Section 219 of the Constitution read with the 
Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local Government’s 

determination in accordance with this Act. 



Municipal Manager 
31 08 2015 
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Statement of Financlal Performance as at 30 June 2015 ___ 

Figures in Rand Notefs) 2015 2014 


Revenue 
Service charges 

Rental of facilities and equipment 
Interest received - investment 
Government grants & subsidies 
Gain attributed to tnansfer of assets 
Other income 
Total revenue 


Expenditure 

Employee Related Costs 
Remuneration of councillors 
Agency Fees 

Depreciation and amortisation 
Debt Impairement 
Finance costs 
Bulk Purchases 
Post retlrement benefits 
Repairs and maintenance 
Grants and subsidies paid 
General Expenses 

Total expendlture 

Operating surplus 

Loss on dlsposaJ of assets and liabilities 
Investment in joint venture 


16 

55 774 979 

39 537 457 

33 

332 683 

186 299 

17 

23 708 293 

23 696 230 

18 

494 203 601 

494 790 917 
264 311 488 

47_ 

2 524 736 

1 307 399 


576 544 298 

823 829 790 


19 

93 545 296 

80 926 694 

20 

4 037 643 

3 760 073 

21 



22 

56 317 390 

55 444 588 

4 

54 259 072 

46 597110 

23 

7812811 

7 574 025 


14 627 998 

13 246 050 

14 

2 908 029 

8 841 000 

43 

9 910 080 

7 140 754 

24 

75 459 854 

151 833 381 

25 

145 761 287 

169 556 597 


464 639 460 

544 920 272 


111 904 838 

278 909 518 


25 009 417 

189 539 579 


25 009 417 

189 539 579 


136 914 255 

468 449 097 


Surplus/ (Deflclt) fbr the year 
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UMZINYATHI DISTRICT MUNICIPAUTY 


Annual Financial Statements for the year ended 30 June 2015 
Accounting Policies 


1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance 
with Section 122(3) of the Municipal Finance Management Act (Act 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention as the basis of measurement, unless specified otherwise. 
They are presented in South African Rand. All figures have been rounded to the nearest Rand. 

A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes set out in 
note. Changes in accounting policy. 

2. New standards and interpretations 

2.1.Standards and interpretations effective and adopted in the current year 


In the current year, the municipality has adopted the following standards and interpretations that 
are effective for the current financial year and that are relevant to its operations: 

GRAP 25: Employee Benefits 

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The 
standard requiresthe municipality to recognise: 

• A liability when an employee has provided service in exchange for employee benefits to be 
paid in the future; and 

• an expense when the municipality consumes the economic benefits or service potential 
arising from service provided by an employee in exchange for employee benefits. 

• The standard states the recognition, measurement and disclosure requirements of: 

• short-term employee benefits; 

- all short-term employee benefits; 

- short-term compensated absences; 

- bonus, incentive and performance related payments; 

■ post-employment benefits: Defined contribution plans; 

• other long-term employee benefits; and termination benefits. 

The major difference between this standard (GRAP 25) and IAS 19(R) is with regards to the 
treatment of actuarial gains and losses and past service costs. This standard requires the 
municipality to recognise all actuarial gains and losses and past service costs immediately in the 
statement of financial performance once occurred. 

All amendmentsto be applied retrospectively. 

The effective date of the standard is for years beginning on or after 01 April 2013. 

The municipafity has adopted the standard for the first time in the 2014 annual financial statements. 


The impact of the standard is not material. 
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Accounting Policies 


GRAP1 (as revised 2012): Presentation of Financial Statements 

Minor amendments were made to the statement of financial performance as well as the statement 
of changes in net assets. 

All amendments to be applied retrospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2013 

The municipality has adopted the amendment for the first time in the 2014 annual financial 

statements. 

The impact of the amendment is not material. 

GRAP 3 (as revised 2012): Accounting Policies, Change in Accounting Estimates and Errors 
Amendments were made to changes in accounting policies. A change to the cost model when a 
reliable measure of fair value is no longer available (or vice versa) for an asset that a standard of 
GRAP would otherwise require or permit to be measured at fair value is no longer considered to be a 
change in an accounting policy in terms of the Standard of GRAP on Accounting Policies, Changes in 
Accounting Estimates and Errors (as revised in 2010). 

The effective date of the amendment is for years beginning on or after 01 April 2013 

The municipality has adopted the amendment for the first time in the 2014 annual financial 
statements. 

The impact of the amendment is not material. 

GRAP 7 (as revised 2012): Investments in Associates 

Amendments were made to definitions and a requirement to include transaction costs on initial 
recognition of an investment in an associate underthe equity method has been included. 

All amendments to be applied prospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2013. 

The municipality has adopted the amendment for the first time in the 2014 annual financial 
statements. 

The impact of the amendment is not material. 

GRAP 9 (as revised 2012): Revenue from Exchange Transactions 

Amendments were made to the scope and definitions. 

All amendments to be applied retrospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2013. 

The municipality has adopted the amendment for the first time in the 2014 annual financial 
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statements. 

The impact of the amendment is not material. 

GRAP13 (as revised 2012): Leases 
Amendments were made to disclosures. 

All amendmentsto be applied retrospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2013. 

The municipality has adopted the amendment for the first time in the 2014 annual financial 
statements. 

The impact of the amendment is not material. 

GRAP16 (as revised 2012); Investment Property 

Amendments were made to definitions, measurement at recognition, disposals and disclosure. 
Changes were made to ensure the consistent application of the principle where assets are acquired 
in exchange for non-monetary assets when the exchange transaction lacks commercial substance. 
Furthermore the assessment of significant use of an investment property has been clarified. 

All amendments to be applied prospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2013. 

The municipality has adopted the amendment for the first time in the 2014 annual financial 
statements. 

The impact of the amendment is not material. 

GRAP17 (as revised 2012): Property, Plant and Equipment 

Amendments were made to measurement at recognition, disposals and disclosure. Changes were 
made to ensure the consistent application of the principle where assets are acquired in exchange for 
non-monetary assets when the exchange transaction lacks commercial substance. Furhtermore the 
requirement to disclose property, plant and equipment that were temporarily idle has ɓeen clarified. 

All amendments to be applied prospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2013. 

The municipality has adopted the amendment for the first time in the 2014 annual financial 
statements. 

The impact of the amendment is not material. 

IGRAP16: Intangible Assets - Website Costs 

The interpretation deals with the treatment of the municipality's own website. It concludes that the 
municipality's own website that arises from development and is for internal or external access is an 
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internally generated intangible asset that is subject to the requirements of the Standard of GRAP on 
Intangible Assets. 

A website arising from development will be recognised as an intangible asset if, and only if, in 
addition to complying with the general requirements described in the Standard of GRAP on 
Intangible Assets for recognition and initial measurement, the municipality can satisfy the 
requirements in paragraph .54, which in particular requires the municipality to be able to 
demonstrate how its website will generate probable future economic benefits orservice potential. 

If the municipality is not able to demonstrate how a website developed solely and primarily for 
providing information about its own products and services will generate probable future economic 
benefits or service potential, all expenditure on developing such a website will be recognised as an 
expense when incurred. 

A website that is recognised as an intangible asset under this interpretation will be measured after 
initial recognition by applying the requirements in the Standard of GRAP on Intangible Assets. 

Interpretation to be applied retrospectively. 

The effective date of the interpretation is for years beginning on or after 01 April 2013. 

The municipality has adopted the interpretation for the first time in the 2014 annual financial 
statements. 


It is unlikely that the interpretation will have a material impact on the municipality's annual financial 
statements. 

2.2. Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been 
published and are mandatory for the municipality's accounting periods beginning on or after 01 July 
2014 or later periods: 

GRAP105: Transfers of Functions Between Entities Under Common Control 

The objective of this standard is to establish accounting principles forthe acquirer and transferor in 
a transfer of functions between entities under common control. 

A transfer of functions between entities under common control is a reorganisation and / or 
reallocation of functions between entities that are ultimately controlled by the same entity before 
and after a transfer of functions. 


In the event of a transfer of functions between entities under common control, the assets and 
liabilities should be recognised (by the acquirer) at their carrying amounts and should be 
derecognised (by the transferor) at their carrying amounts. 

The difference between the amount of consideration paid or received, if any, and the carrying 
amounts of assets and liabilities should be recognised in accumulated surplus / (deficit). 
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The standard has been approved by the Accounting Standards Board but its effective date has not 
yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it become effective. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial 
statements. 

GRAP106: Transfers of Functions Between Entities not Under Common Control 

The objective of this standard is to establish accounting principles for the acquirer in a transfer of 
functions between entities not under common control. 

A transfer of functions between entities not under common control is a reorganisation and / or 
reallocation of functions 

between entities that are not ultimately controlled by the same entity before and after a transfer of 
functions. 

In the event of a transfer of functions between entities not under common control, the assets and 
liabilities should be recognised (by the acquirer) at their acquisition date fair values. 

The difference between the amount of consideration paid, if any, and the carrying amounts of assets 
acquired and liabilities assumed should be recognised in accumulated surplus / (deficit). 

For a transfer of functions between entities not under common control there are some specific 
recognition and measurement principles and exceptions to the recognition and measurement 
principies. 

The standard has been approved by the Accounting Standards Board but its effective date has not 
yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial 
statements. 

GRAP107: Mergers 

The objective of this standard is to establish accounting principles for the combined entity and 
combining entities in a merger. 

A merger is where a new combined entity is started, acquirer can be identified and the combining 
entities do not have any control overthe combined entity. 

In the event of a merger, the assets and liabilities should be recognised (by the combined entity) at 
their carrying amounts and should be derecognised (by the combining entities) at their carrying 
amounts. 

The difference between the carrying amounts of assets and liabilities should be recognised in 
accumulated surplus/(deficit). 
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The standard has been approved by the Accounting Standards Board but its effective date has not 
yet been determined by the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the amendment will have a material impact on the municipality’s annual financial 
statements. 

GRAP 5 (revised 2013): Borrowing Costs 

Benchmark treatment is to recognise borrowing costs as an expense. 

Allowed alternative is to capitalise borrowing costs if it is attributable to the acquisition, 
construction or production of a qualifying asset. All other instances, expense borrowing costs. 

All amendmentsto be applied prospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2014. 

The municipality has early adopted this standard for the 2013/14 financial period. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial 
statements. 

2.3. Going concern assumption 

These annual financial statements have been prepared based on the expectation that the 
municipality will continue to operate as a going concern for at least the next 12 months. 

2.4. Post retirement benefits 

The present value of the post retirement obligation depends on a number of factors that are 
determined on an actuarial basis using a number of assumptions. The assumptions used in 
determining the net cost (income) include the discount rate. Any changes in these assumptions will 
impact on the carrying amount of post retirement obligations. 

The municipality determines the appropriate discount rate at the end of each year. This is the 
interest rate that should be used to determine the present value of estimated future cash outflows 
expected to be required to settle the pension obligations. The most appropriate discount rate that 
reflects the time value of money is with reference to market yields at the reporting date on 
government bonds. Where there is no deep market in government bonds with a sufficiently long 
maturity to match the estimated maturity of all the benefit payments, the municipality uses current 
market rates of the appropriate term to discount shorter term payments, and estimates the discount 
rate for longer maturities by extrapolating current market rates along the yield curve. 

Other key assumptions for pension obligations are based on current market conditions. Additional 
information is disclosed in Note . 

Effective interest rate 

The municipality used the government bond rate to discount future cash flows. 
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Allowance for impairment 

For receivables an impairment loss is recognised in surplus and deficit when there is objective 
evidence that it is impaired. The impairment is measured as the difference between the receivables 
carrying amount and the present value of estimated future cash flows discounted at the effective 
interest rate, computed at initial recognition. 

2.5.lnvestment property 

Investment property is property (land or a building - or part of a building - or both) held to earn 
rentals or for capital appreciation or both, rather than for: use in the production or supply of goods 
or services; or administrative purposes; or sale in the ordinary course of operations. 

Investment property is recognised as an asset when, it is probable that the future economic benefits 
or service potential that are associated with the investment property will flow to the municipality, 
and the cost orfair value can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial 
measurement. 

Where investment property is acquired at no cost, or for a nominal cost, its cost is its fair value as at 
the date of acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part 
of, or service a property. If a replacement part is recognised in the carrying amount of the 
investment property, the carrying amount of the replaced part is derecognised. 

Cost model 

Subsequent to initial measurement investment property is carried at cost less accumulated 
depreciation and any accumulated impairment losses. 

Depreciation is provided to write down the cost, less estimated residual value, on a straight line 
basis over the useful life of the property, which is as follows: 

Item Useful life Property - buildings x years 

Investment property is derecognised on disposal or when the investment property is permanently 
withdrawn from use and no future economic benefits or service potential are expected from its 
disposal. 

The gain or loss arising from the derecognition of investment property is determined as the 
difference between the net disposal proceeds and the carrying amount of the asset. Such difference 
is recognised in surplus or deficit when the asset is derecognised. 

Compensation from third parties for investment property that was impaired, lost or given up is 
recognised in surplus or deficit when the compensation becomes receivable. 


2.6. Property, plant and equipment 
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Property, plant and equipment are tangible non-current assets (including infrastructure assets) that 
are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: it is probable 
that future economic benefits or service potential associated with the item will flow to the 
municipality; and the cost orfair value ofthe item can be measured reliably. 

Property, plant and equipment are initially recognised at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs 
attributable to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by management. Trade discounts and rebates are deducted in 
arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of 
acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset 
or monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost), unless the fair value of neither the asset received nor the 
asset given up is reliably measurable. If the acquired item is not measured at fair value, it’s cost is 
measured atthe carrying amount of the assetgiven up. 

When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and 
equipment and costs incurred subsequently to add to, replace part of, or service it. If a replacement 
cost is recognised in the carrying amount of an item of property, plant and equipment, the carrying 
amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on 
which it is located is also included in the cost of property, plant and equipment, where the 
municipality is obligated to incur such expenditure, and where the obligation arises as a result of 
acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases 
when the item is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period 
are inciuded in property, plant and equipment. In addition, spare parts and stand by equipment 
which can only be used in connection with an item of property, plant and equipment are accounted 
for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and 
equipment and which meet the recognition criteria above are included as a replacement in the cost 
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of the item of property, plant and equipment. Any remaining inspection costs from the previous 
inspection are derecognised. 

Property, plant and equipment are carried at cost less accumulated depreciation and any 
impairment losses. 

Property, plant and equipment are depreciated on a straight line basis over their expected useful 
lives to their estimated residual value. The annual depreciation rates are based on the following 


estimated average asset lives; 

Infrastructure Years 

Roads and Paving 30 

Pedestrian Malls 30 

Electricity 20 -80 

Water 15 - ioo 

Watercraft 15 

Community 

Buildings 30 

Recreational Facilities 20-30 

Security 5 

Other 

Buildings 25 

Specialists vehicles 10 

Other vehicles 4 

Office Equipment 5 

Furniture and Fittings 7-10 

Watercraft 15 

ɓins and containers 5 

Specialised plant and equipment 10 -15 


Other items of plants and equipment 
Landfill sites 


15 
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The residual value, the useful life of an asset and the depreciation method is reviewed 
annually and any changes are recognised as a change in accounting estimate in the Statement of 
Financial Performance. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

Item Average useful life Buildings x years 

The residual value, useful life and depreciation method of each asset are reviewed at the end of 
each reporting date. If the expectations differfrom previous estimates, the change is accounted for 
as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the municipality to amend 
the previous estimate unless expectations differfrom the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the 
total cost of the item is depreciated separately. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the 
carrying amount of another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when 
there are no further economic benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is 
included in surplus or deficit when the item is derecognised. The gain or loss arising from the 
derecognition of an item of property, plant and equipment is determined as the difference between 
the net disposal proceeds, if any, and the carrying amount of the item. 

Site restoration and dismantling cost 

The municipality has an obligation to dismantle, remove and restore items of property, plant and 
equipment. Such obligations are referred to as 'decommissioning, restoration and similar liabilities'. 
The cost of an item of property, plant and equipment includes the initial estimate of the costs of 
dismantling and removing the item and restoring the site on which it is located, the obligation for 
which the municipality incurs either when the item is acquired or as a consequence of having used 
the item during a particular period for purposes other than to produce inventories during that 
period. 

Site restoration and dismantling cost (continued) 

If the related asset is measured using the cost model: (a) subject to (b), changes in the liability are 
added to, or deducted from, the cost of the related asset in the current period; (b) if a decrease in 
the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and (c) if the adjustment results in an addition to the cost of an asset, the 
municipality considers whether this is an indication that the new carrying amount of the asset may 
n°t be fully recoverable. If it is such an indication, the asset is tested for impairment by estimating its 
recoverable amount or recoverable service amount, and any impairment loss is recognised in 
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accordance with the accounting policy on impairment of cash-generating assets and/or impairment 
of non-cash-generating assets. 

2.7. Intangible assets 

An asset is identifiable if it either: is separable, i.e. is capable of being separated or divided from the 
municipality and sold, transferred, licensed, rented or exchanged, either individually or together 
with a related contract, identifiable assets or liability, regardless of whetherthe municipality intends 
to do so; or arises from binding arrangements (including rights from contracts), regardless of 
whether those rights are transferable or separable from the municipality or from other rights and 
obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the 
parties to it as if it were in the form of a contract. 

An intangible asset is recognised when: it is probable that the expected future economic benefits or 
service potential that are attributable to the asset will flow to the municipality; and the cost or fair 
value can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential 
using reasonable and supportable assumptions that represent management's best estimate of the 
set of economic conditions that will exist over the useful life of the asset. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at 
the date of acquisition. 

Expenditure on research (or on the research phase of an internal project) is recognised as an 
expense when it is incurred. 

An intangible asset arising from development (or from the development phase of an internal 
project) is recognised when: it is technically feasible to complete the asset so that it will be available 
for use or sale; there is an intention to complete and use or sell it; there is an ability to use or sell it; 
it will generate probable future economic benefits or service potential; there are available technical, 
financial and other resources to complete the development and to use or sell the asset; and the 
expenditure attributable to the asset during its development can be measured reliably. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, 
there is no foreseeable limit to the period over which the asset is expected to generate net cash 
inflows or service potential. Amortisation is not provided for these intangible assets, but they are 
tested for impairment annually and whenever there is an indication that the asset may be impaired. 

The amortisation period and the amortisation method for intangible assets are reviewed at each 
reporting date. 
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Reassessing the useful life of an intangible asset with a finite useful life after it was classified as 
indefinite is an indicator that the asset may be impaired. As a result the asset is tested for 
impairment and the remaining carrying amount is amortised over its useful life. 

Intangible assets (continued) 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in 
substance are not recognised as intangible assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis to their 
estimated residual values, as follows: 

Item Useful life Computer software x years 

Intangible assets are derecognised: on disposal; or when no future economic benefits or service 
potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of an intangible asset is determined as the difference 
between the net disposal proceeds, if any, and the carrying amount of the intangible asset. Such 
difference is recognised in surplus or deficit when the intangible asset is derecognised. 

2.8.Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental 
to ownership. A lease is classified as an operating lease if it does not transfer substantially all the 
risks and rewards incidental to ownership. 

When a lease includes both land and building elements, the municipality assesses the classification 
of each element separately. 

Finance leases - lessor 

The municipality recognises finance lease receivables as assets in the statement of financial position. 
Such assets are presented as a receivable at an amount equal to the net investment in the lease. 

Finance revenue is recognised based on a pattern reflecting a constant periodic rate of return on the 
municipality's net investment in the finance lease. 

Finance leases- lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at 
amounts equal to the fair value of the leased property or, if lower, the present value of the 
minimum lease payments. The corresponding liability to the lessor is included in the statement of 
financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the 
municipality's incremental borrowing rate. 

Minimum lease payments are apportioned between the finance charge and reduction of the 
outstanding liability. The finance charge is allocated to each period during the lease term so as to 
produce a constant periodic rate of on the remaining balance of the liability. 
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Any contingent rents are recognised separately as an expense in the period in which they are 
incurred. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. The 
difference between the amounts recognised as revenue and the contractual receipts are recognised 
as an operating lease assetor liability. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying 
amount of the leased asset and recognised as an expense over the lease term on the same basis as 
the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term 
on a straight-line basis. 

Any contingent rents are recognised separately as revenue in the period in which they are received. 
Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. 
The difference between the amounts recognised as an expense and the contractual payments are 
recognised as an operating lease asset or liability. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease 
term on a straight-line basis overthe lease term. 

Any contingent rents are recognised separately as an expense in the period in which they are 
incurred. 

2.9. Employee benefits 
Short-term employee benefits 

Short-term employee benefits are employee benefits (otherthan termination benefits) that are due 
to be settled within twelve months after the end of the period in which the employees render the 
related service. 

Short-term employee benefits include items such as: wages, salaries and social security 
contributions; short-term compensated absences (such as paid annual leave and paid sick leave) 
where the compensation for the absences is due to be settled within twelve months after the end of 
the reporting period in which the employees render the related employee service; bonus, incentive 
and performance reiated payments payable within twelve months after the end of the reporting 
period in which the employees renderthe related service; and non-monetary benefits (for example, 
medical care, and free or subsidised goods or services such as housing, cars and cellphones) for 
current employees. 

When an employee has rendered service to the municipality during a reporting period, the 
municipality recognises the undiscounted amount of short-term employee benefits expected to be 
paid in exchange for that service: as a liability (accrued expense), after deducting any amount 



UMZINYATHI DISTRICT MUNICIPALITY 


Annual Financial Statements for the year ended 30 June 2015 
Accounting Policies 


already paid. If the amount already paid exceeds the undiscounted amount of the benefits, the 
municipality recognises that excess as an asset (prepaid expense) to the extent that the prepayment 
will lead to, for example, a reduction in future payments or a cash refund; and as an expense, unless 
another Standard requires or permits the inclusion of the benefits in the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the employees render 
services that increase their entitlement or, in the case of non-accumulating absences, when the 
absence occurs. The municipality measures the expected cost of accumulating compensated 
absences as the additional amount that the municipality expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date. 

The municipality recognises the expected cost of bonus, incentive and performance related 
payments when the municipality has a present legal or constructive obligation to make such 
payments as a result of past events and a reliable estimate of the obligation can be made. A present 
obligation exists when the municipality has no realistic alternative but to make the payments. 

Post-employment benefits 

Post-employment benefits are employee benefits (other than termination benefits) which are 
payable afterthe completion of employment. 

Post-employment benefit plans are formal or informal arrangements under which the municipality 
provides post-employment benefits for one or more employees. 

Multi-employer plans are defined contribution plans (other than state plans and composite social 
security programmes) or defined benefit plans (other than state plans) that pool the assets 
contributed by various entities that are not under common control and use those assets to provide 
benefits to employees of more than one entity, on the basis that contribution and benefit levels are 
determined without regard to the identity of the entity that employs the employees concerned. 

Multi-employer plans and/or State plans and/or Composite social security programmes 

The municipality classifies a multi-employer plan and/or state plans and/or composite social security 
programmes as a defined contribution plan or a defined benefit plan under the terms of the plan 
(including any constructive obligation thatgoes beyond the formal terms). 

Where a plan is a defined contribution plan, the municipality accounts for in the same way as for any 
otherdefined contribution plan. 

Where a plan is a defined benefit plan, the municipality accounts for its proportionate share of the 
defined benefit obligation, plan assets and cost associated with the plan in the same way as for any 
other defined benefit plan. 

When sufficient information is not available to use defined benefit accounting for a plan, that is a 
defined benefit plan, the municipality accounts for the plan as if it was a defined contribution plan. 

Post-employment benefits: Defined contribution plans 
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Defined contribution plans are post-employment benefit plans under which the municipality pays 
fixed contributions into a separate entity (a fund) and will have no legal or constructive obligation to 
pay further contributions if the fund does not hold sufficient assets to pay all employee benefits 
relating to employee service in the current and prior periods. 

When an empioyee has rendered service to the municipality during a reporting period, the 
municipality recognises the contribution payable to a defined contribution plan in exchange for that 
service: as a liability (accrued expense), after deducting any contribution already paid. If the 
contribution already paid exceeds the contribution due for service before the reporting date, the 
municipality recognises that excess as an asset (prepaid expense) to the extent that the prepayment 
will lead to, for example, a reduction in future payments or a cash refund; and as an expense, unless 
another Standard requires or permitsthe inclusion of the contribution in the cost of an asset. 

Where contributions to a defined contribution plan do not fall due wholly within twelve months 
after the end of the reporting period in which the employees render the related service, they are 
discounted. The rate used to discount reflects the time value of money. The currency and term of 
the financial instrument selected to reflect the time value of money is consistent with the currency 
and estimated term of the obligation. 

Post-employment benefits: Defined benefit plans 

Defined benefit plans are post-employment benefit plans otherthan defined contribution plans. 

Actuarial gains and losses comprise experience adjustments (the effects of differences between the 
previous actuarial assumptions and what has actually occurred) and the effects of changes in 
actuarial assumptions. In measuring its defined benefit liability the municipality recognises actuarial 
gains and losses in surplus or deficit in the reporting period in which they occur. 

Current service cost is the increase in the present value of the defined benefit obligation resulting 
from employee service in the current period. 

Interest cost is the increase during a period in the present value of a defined benefit obligation 
which arises because the benefits are one period closer to settlement. 

Past service cost is the change in the present value of the defined benefit obligation for employee 
service in prior periods, resulting in the current period from the introduction of, or changes to, post- 
employment benefits or other long-term employee benefits. Past service cost may be either positive 
(when benefits are introduced or changed so that the present value of the defined benefit obligation 
increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the municipality recognises 
past service cost as an expense in the reporting period in which the plan is amended. 

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance 
policies. 

The present value of a defined benefit obligation is the present value, without deducting any plan 
assets, of expected future payments required to settle the obligation resulting from employee 
service in the current and prior periods. 
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The return on plan assets is interest, dividends or similar distributions and other revenue derived 
from the plan assets, together with realised and unrealised gains or losses on the plan assets, less 
any costs of administering the plan (other than those included in the actuarial assumptions used to 
measure the defined benefit obligation) and less any tax payable by the plan itself. 

The amount recognised as a defined benefit liability is the net total of the following amounts: the 
present value of the defined benefit obligation at the reporting date; minus the fair value at the 
reporting date of plan assets (if any) out of which the obligations are to be settled directly; plus any 
liability that may arise as a result of a minimum funding requirement 

The amount determined as a defined benefit liability may ɓe negative (an asset). The municipality 
measures the resulting asset at the lower of: the amount determined above; and the present value 
of any economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. The present value of these economic benefits is determined using a 
discount rate which reflects the time value of money. 

Any adjustments arising from the limit above is recognised in surplus or deficit. 

The municipality determine the present value of defined benefit obligations and the fair value of any 
plan assets with sufficient regularity such that the amounts recognised in the annual financial 
statements do not differ materially from the amounts that would be determined at the reporting 
date. 

The municipality recognises the net total of the following amounts in surplus or deficit, except to the 
extent that another Standard requires or permits their inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses, which is recognised immediately; 

• past service cost, which is recognised immediately; 

• the effect of any curtailments or settlements; and 

• the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

The municipality uses the Projected Unit Credit Method to determine the present value of its 
defined benefit obligations and the related current service cost and, where applicable, past service 
cost. The Projected Unit Credit Method (sometimes known asthe accrued benefit method pro-rated 
on service or as the benefit/years of service method) sees each period of service as giving rise to an 
additional unit of benefit entitlement and measures each unit separately to build up the final 
obligation. 

In determining the present value of its defined benefit obligations and the related current service 
cost and, where applicable, past service cost, the municipality attributes benefit to periods of service 
under the plan's benefit formula. However, if an employee's service in later years will lead to a 
materially higher level of benefit than in earlier years, the municipality attributes benefit on a 
straight-line basis from: the date when service by the employee first leads to benefits under the 
plan (whether or not the benefits are conditional on further service); until the date when further 
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service by the employee will lead to no material amount of further benefits under the plan, other 
than from further salary increases. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each 
plan. The results of the valuation are updated for any material transactions and other material 
changes in circumstances (including changes in market prices and interest rates) up to the reporting 
date. 

The municipality recognises gains or losses on the curtailment or settlement of a defined benefit 
plan when the curtailment or settlement occurs. The gain or loss on a curtailment or settlement 
comprises. any resulting change in the present value of the defined benefit obligation; and any 
resulting change in the fair value of the plan assets. 

Before determining the effect of a curtailment or settlement, the municipality re-measures the 
obligation (and the related plan assets, if any) using current actuarial assumptions (including current 
market interest rates and other current market prices). 

When it is virtually certain that another party will reimburse some or all of the expenditure required 
to settle a defined benefit obligation, the right to reimbursement is recognised as a separate asset. 
The asset is measured at fair value. In all other respects, the asset is treated in the same way as plan 
assets. In surplus or deficit, the expense relating to a defined benefit plan is presented as the net of 
the amount recognised for a reimbursement. 

The municipality offsets an asset relating to one plan against a liability relating to another plan when 
the municipality has a legally enforceable right to use a surplus in one plan to settle obligations 
under the other plan and intends either to settle the obligations on a net basis, or to realise the 
surplus in one plan and settle its obligation underthe other plan simultaneously. 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over 
which the obligations are to be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect 
the time value of money. The currency and term of the financial instrument selected to reflect the 
time value of money is consistent with the currency and estimated term of the post-employment 
benefitobligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

• estimated future salary increases; the benefits set out in the terms of the plan (or resulting 
from any constructive obligation that goes beyond those terms) at the reporting date; and 

• estimated future changes in the level of any state benefits that affect the benefits payable 
under a defined benefit plan, if, and only if, either: 

• those changes were enacted before the reporting date; or 
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• past history, or other reliable evidence, indrcates that those state benefits will change in 
some predictable manner, for example, in line with future changes in general price levels or 
general salary levels. 

Assumptions about medical costs take account of estimated future changes in the cost of medical 
services, resulting from both inflation and specific changes in medical costs. 

Other long-term employee benefits 

The municipality has an obligation to provide long-term service allowance benefits to all of its 
employees. According to the rules of the long-term service allowance scheme, which the 
municipality instituted and operates, an employee (who is on the current conditions of service), is 
entitled to a cash allowance, calculated in terms of the rules of the scheme, after 10,15, 20, 25 and 
30 years of continued service. 

The municipalit/s liability is based on an actuarial valuation. The Projected Unit Credit Method is 
used to value the liabilities. Actuarial gains and losses on the long-term service awards are 
recognised in the statement of financial performance. 

The amount recognised as a liability for long-term service awards is the net total of the following 
amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations 
are to be settled directly. 

The municipality recognises the net total of the following amounts as expense or revenue, except to 
the extent that another Standard requires or permits their inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement right recognised as an 
asset; 

• actuarial gains and losses, which is recognised immediately; 

• past service cost, which is recognised immediately; and 

• the effect of any curtailments or settlements. 

Termination benefits 

The municipality recognisestermination benefits as a liability and an expense when the municipality 
is demonstrably committed to either: 

• terminate the employment of an employee or group of employees before the normal 
retirement date; or 

• provide termination benefits as a result of an offer made in order to encourage voluntary 
redundancy. 
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The municipality is demonstrably committed to a termination when the municipality has a detailed 
formal plan for the termination and is without realistic possibility of withdrawal. The detailed plan 
includes [as a minimum]: 

• the location, function, and approximate number of employees whose services are to be 
terminated; 

• the termination benefits for each job classification or function; and 

• the time at which the plan will be implemented. 

Implementation begins as soon as possible and the period of time to complete implementation is 
such that material changesto the plan are not likely. 

Where termination benefits fall due more than twelve months after the reporting date, they are 
discounted using an appropriate discount rate. The rate used to discount the benefit reflects the 
time value of money. The currency and term of the financial instrument selected to reflect the time 
value of money is consistent with the currency and estimated term of the benefit. 

In the case of an offer made to encourage voluntary redundancy, the measurement of termination 
benefits is based on the number of employees expected to accept the offer. 

2.10. Provisions and contingencies 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential 
will be required to settle the obligation; and 

■ a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle 
the present obligation at the reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value 
of the expenditures expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of 
money and the risks specific to the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by 
another party, the reimbursement is recognised when, and only when, it is virtually certain that 
reimbursement will be received if the municipality settles the obligation. The reimbursement is 
treated as a separate asset. The amount recognised for the reimbursement does not exceed the 
amount ofthe provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. 
Provisions are reversed if it is no longer probable that an outflow of resources embodying economic 
benefits or service potential will be required, to settle the obligation. 
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Where discounting is used, the carrying amount of a provision increases in each period to reflectthe 
passage of time. This increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised forfuture operating expenditure. 

If the municipality has a contract that is onerous, the present obligation {net of recoveries) under the 
contract is recognised and measured as a provision. 

A constructive obligation to restructure arises only when the municipality: has a detailed formal 
plan for the restructuring, identifying at least: - the activity/operating unit or part of a 
activity/operating unit concerned; - the principal locations affected; - the location, function, and 
approximate number of employees who will be compensated for services being terminated; - the 
expenditures that will be undertaken; and - when the plan will be implemented; and has raised a 
valid expectation in those affected that it will carry out the restructuring by starting to implement 
that plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which 
are those that are both: 

• necessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

A contingent asset is a possible asset that arises from past events and whose existence will be 
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not 
wholly within the control of the municipality. 

A contingent liability: 

• a possible obligation that arises from past events and whose existence will be confirmed 
only by the occurrence or non-occurrence of one or more uncertain future events not wholly 
within the control of the municipality; or 

• a present obligation that arises from past events but is not recognised because: - it is not 
probable than an outflow of resources embodying economic benefits or service potential 
will be required to settle the obligation; - the amount of the obligation cannot be measured 
with sufficient reliability. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 
2.11. Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period 
when those inflows result in an increase in net assets, otherthan increases relatingto contributions 
from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities 
extinguished, and directly gives approximately equai value (primarily in the form of goods, services 
or use of assets) to the other party in exchange. 
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Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade 
discounts and volume rebates. 

Sale of goods 

Revenue from the sale of goods is recognised when ali the following conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of 
ownership of the goods; 

• the municipality retains neither continuing managerial involvement to the degree usually 
associated with ownership nor effective control overthe goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction 
will flow to the municipality; and the costs incurred or to be incurred in respect of the 

Gifts and donations, including goods in-kind 

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is 
probable that the future economic benefits or service potential will flow to the municipality and the 
fair value of the assets can be measured reliably. 

2.12. Services in-kind 

Services in-kind are not recognised. 


Revenue comprises gross inflows of economic benefits or service potential received and receivable 
by the municipality, which represents an increase in net assets, other than increases relating to 
contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or 
service potential embodied in the asset is required to be consumed by the recipient as specified or 
future economic benefits orservice potential must be returned to the transferor. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange 
transaction, the municipality either receives value from another entity without directly giving 
approximately equal value in exchange, or gives value to another entity without directly receiving 
approximately equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a 
transferred asset may be used, but do not specify that future economic benefits or service potential 
is required to be returned to the transferor if not deployed as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, 
imposed upon the use of a transferred asset by entities external to the municipality. 

The taxable event is the event that the government, legislature or other authority has determined 
will be subject to taxation. 
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Taxes are economic benefits or service potential compulsorily paid or payable to entities, in 
accordance with laws and or regulations, established to provide revenue to government. Taxes do 
not include fines or other penalties imposed for breaches of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange 
transactions, other than taxes. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as 
revenue, except to the extent that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of 
resources from a non-exchange transaction recognised as an asset, it reduces the carrying amount of 
the liability recognised and recognises an amount of revenue equal to that reduction. 

Revenue received from conditional grants, donations and funding are recognised as revenue to the 
extent that the municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. To the extent that the criteria, conditions or obligations have not been 
met a liability is recognised. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets 
recognised by the municipality. 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also 
recognises revenue equivalent to the amount of the asset measured at its fair value as at the date of 
acquisition, unless it is also required to recognise a liability. Where a liability is required to be 
recognised it will be measured as the best estimate of the amount required to settle the obligation 
at the reporting date, and the amount of the increase in net assets, if any, recognised as revenue. 
When a liability is subsequently reduced, because the taxable event occurs or a condition is satisfied, 
the amount of the reduction in the liability is recognised as revenue. 

Transfers 

Apart from services in kind, which are not recognised, the municipality recognises an asset in respect 
of transfers when the transferred resources meet the definition of an asset and satisfy the criteria 
for recognition as an asset. 

Transferred assets are measured at their fair value as at the date of acquisition. 

2.13. Collection charges and penalties 


Collection charges and penalty interest is recognised when: 

• it rs probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the amount of the revenue can be measured reliably; and 

• to the extent that there has been compliance with the relevant legal requirements (if applicable). 

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for 
recognition as an asset. 

The municipality makes use of estimates to determine the amount of revenue that it is entitled to collect. Where 
settlement discounts or reductions in the amount payable are offered, the municipality considers past history in assessing 
the likelihood of these discounts or reductions being taken up by debtors. 
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Where the municipa lity colfects fines in the capacity of an agent, the fines will not be revenue of the municipality. 

2.14. Gifts and donations, including goods in-kind 

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured 
reliably. 

2.15. Services in-kind 


Services in-kind are not recognised. 

2.16. Concessionary loans received 


A concessionary loan is a loan granted to or received by the municipality on terms that are not market related. 

The portion of the loan that is repayable, along with any interest payments, is an exchange transaction and is accounted 
f°r in accordance with the Standard of GRAP on Financial Instruments. The off-market portion of the loan is a non- 
exchange transaction. The off-market portion of the loan that is recognised as non-exchange revenue is calculated as the 
difference between the proceeds received from the loan, and the present value of the contractual cash flows of the loan, 
discounted using a market related rate of interest. 

The recognition of revenue is determined by the nature of any conditions that exist in the loan agreement that may give 
rise to a liability. Where a liability exists the municipality recognises revenue as and when it satisfies the conditions of the 
loan agreement. 


2.17. Borrowing costs 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

2.18. Unauthorised expenditure 

Unauthorised expenditure means: overspending of a vote or a main division within a vote; and 
expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in 
accordance with the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of 
financial performance in the year that the expenditure was incurred. The expenditure is classified in 
accordance with the nature of the expense, and where recovered, it is subsequently accounted for 
as revenue in the statement of financial performance. 

2.19. Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had 
reasonable care been exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the 
statement of financial performance in the year that the expenditure was incurred. The expenditure 
is classified in accordance with the nature of the expense, and where recovered, it is subsequently 
accounted for as revenue in the statement of financial performance. 


2 . 20 . 


Irregular expenditure 
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Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act 
No.56 of 2003), the Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act 
(Act No. 20 of 1998) or is in contravention of the municipality's supply chain management policy. 
Irregular expenditure excludes unauthorised expenditure. 

AH expenditure relating to irregular expenditure is recognised as an expense in the statement of 
financial performance in the year that the expenditure was incurred. The expenditure is classified in 
accordance with the nature of the expense, and where recovered, it is subsequently accounted for 
as revenue in the statement of financial performance. 

2.21. Grants in aid 

The municipality transfers money to individuals, organisations and other sectors of government from 
time to time. When making these transfers, the municipality does not: receive any goods or services 
directly in return, as would be expected in a purchase or sale transaction; expect to be repaid in 
future; or expect a financial return, as would be expected from an investment. 

These transfers are recognised in the statement of financial performance as expenses in the period 
that the events giving raise to the transfer occurred. 

2.22. Commitments 

Items are classified as commitments where the municipality commits itself to future transactions 
that will normally result in the outflow of resources. 

Commitments are not recognised in the statement of financial position as a liability, but are included 
in the disclosure notes in the following cases: 

• approved and contracted commitments; 

• where the expenditure has been approved and the contract has been awarded at the 
reporting date; and 

• where disclosure is required by a specific standard of GRAP. 

2.23. Budget information 

The approved budget is prepared on the accrual basis and presented by economic classification 
linked to performance outcome objectives. 

The approved budget covers the fiscal period from 2013/07/01 to 2014/06/30. 

The annual financial statements and the budget are on the same basis of accounting therefore a 
comparison with the budgeted amounts for the reporting period have been included in the 
Statement of comparison of budget and actual amounts. 

2.24. Related parties 

The municipality (in this standard referred to as the reporting entity) applies this standard in: 

• identifying related party relationships and transactions; 

• identifying outstanding balances, including commitments, between the municipality and its 
related parties; 
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• identifying the circumstances in which disclosure of the items in bullet one and two is 
required; and 

• determining the disclosures to be made about those items. 

This standard requires disclosure of related party relationships, transactions and outstanding 
balances, including commitments, in the consolidated and separate financial statements of the 
reporting entity in accordance with the Standard of GRAP on Consolidated and Separate Financial 
Statements. This standard also applies to individual annual financial statements. 


Disclosure of related party transactions, outstanding balances, including commitments, and 
relationships with related parties may affect users' assessments of the financial position and 
performance of the reporting entity and its ability to deliver agreed services, including assessments 
of the risks and opportunities facing the entity. This disclosure also ensures that the reporting entity 
is transparent about its dealings with related parties. 

The standard states that a related party is a person or an entity with the ability to control or jointly 
control the other party, or exercise significant influence over the other party, or vice versa, or an 
entity that is subject to common control, or joint control. As a minimum, the following are regarded 
as related parties of the reporting entity: 

• A person or a close member of that person's family is related to the reporting entity if that 
person: 

- has control or joint control over the reporting entity; 

- has significant influence overthe reporting entity; 

- is a member of the management of the entity or its controlling entity. 

" Anentity is relatedtothe reporting entity ifanyofthefollowingconditionsapply: 

- the entity is a member of the same economic entity (which means that each controlling 
entity, controlled 

entity and fellow controlled entity is related to the others); 

- one entity is an associate or joint venture of the other entity (or an associate or joint 
venture of a memberof 

an economic entity of which the other entity is a member); 

- both entities are joint ventures of the same third party; 

- one entity is a joint venture of a third entity and the other entity is an associate of the third 
entity; 

- the entity is a post-employment benefit plan for the benefit of employees of either the 
entity or an entity related to the entity. If the reporting entity is itself such a plan, the 
sponsoring employers are related to the entity; 

- the entity is controlled or jointiy controlled by a person identified in (a); and 

- a person identified in (a)(i) has significant influence over that entity or is a member of the 
management of that entity (or its controlling entity). 

The standard states that a related party transaction is a transfer of resources, services or obligations 
between the reporting entity and a related party, regardless of whether a price is charged. 

The standard elaborates on the definitions and identification of: 

• Close member of the family of a person; 

• Management; 

• Related parties; 

• Remuneration; and 
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• Significant influence 

The standard sets out the requirements, inter alia, forthe disclosure of: 

• control; 

• related party transactions; and 

• remuneration of management. 

Oniy transactions with related parties where the transactions are not concluded within normal 
operating procedures or on terms that are not no more or no less favourable than the terms it would 
use to conclude transactions with another entity or person are disclosed. 

The standard requires that remuneration of management must be disdosed per person and in 
aggregate. 

The standard has been approved by the Accounting Standards Board but its effective date has not 
yet been determined by the Ministerof Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It is unlikely that the standard will have a material impact on the municipality's annual financial 
statements. 


2.25. Events after the reporting date 

Events after the reporting date that are classified as adjusting events have been accounted for in the 
financial statements. 

Events after the reporting date that are classified as non-adjusting events have been disclosed in the 
notes to the financial statements. 

2.26. T ransfer of functions between entities not under common control 

A transfer of functions is the reorganisation and/or the re-allocation of functions between entities by 
transferring functions between entities or into another municipality. 

Not under common control - For a transaction or event to occur between entities not under 
common control, the transaction or event needs to be undertaken between entities not within the 
same sphere of government or between entities that are not part of the same economic entity. 
Entities that are not ultimately controlled by the same entity before and after the transfer of 
functions are not within the same economic entity. 

The acquiree's identifiable assets, liabilities and contingent liabilities which meet the recognition 
conditions are recognised at their fair values at acquisition date, except for non-current assets (or 
disposal groups) that are classified as held-for-sale in accordance with the Standard of GRAP on Non- 
current Assets Held-For-Sale and Discontinued Operations, which are recognised at fair value less 
coststo sell. 

Assets and liabilities, which cannot be measured reliably, are recorded at provisional amounts which 
are finalised within 24 months of the acquisition date. 
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Contingent liabilities are only included in the identifiable assets and liabilities of the acquiree where 
there is a present obligation at acquisition date. 

The excess is determined as the consideration paid, plus the fair value of any interest held prior to 
obtaining control, plus non-controlling interest less the fair value of the identifiable assets and 
liabilities of the acquiree. 

2.27. Impairment of cash-generating assets 


Cash-generating assets are those assets held by the municipality with the primary objective of 
generating a commercial return. 

When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it 
generates a commercial return. 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired. 
The municipality assesses at each reporting date whether there is any indication that a cash- 
generating asset may be impaired. If any such indication exists, the municipality estimates the 
recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also tests a cash- 
generating intangible asset with an indefinite useful life or a cash-generating intangible asset not yet 
available for use for impairment annually by comparing its carrying amount with its recoverable 
amount. This impairment test is performed at the same time every year. If an intangible asset was 
initially recognised during the current reporting period, that intangible asset was tested for 
impairment before the end of the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows 
expected to be derived from the continuing use of an asset and from its disposal at the end of its 
useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and 
outflows to be derived from continuing use of the asset and from its ultimate disposal and the 
municipality applies the appropriate discount rate to those future cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of 
money, represented by the current risk-free rate of interest and the risks specific to the asset for 
which the future cash flow estimates have not been adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable amount. This reduction is an impairment loss. 


An impairment loss is recognised immediately in surplus or deficit. 
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After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash- 
generating asset is adjusted in future periods to allocate the cash-generating asset's revised carrying 
amount, less its residual value (if any), on a systematic basis over its remaining useful life. 

Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount is estimated forthe 
individual asset. If it is not possible to estimate the recoverable amount of the individual asset, the 
municipality determines the recoverable amount of the cash-generating unit to which the asset 
belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group 
of assets is identified as a cash-generating unit, even if some or all of the output is used internally. If 
the cash inflows generated by any asset or cash generating unit are affected by internal transfer 
pricing, the municipality uses management's best estimate of future price(s) that could be achieved 
in arm's length transactions in estimating: 

the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 
the future cash outflows used to determine the value in use of any other assets or cash-generating 
units that are affected by the internal transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of 
assets, unless a change is justified. 

The carrying amount of a cash-generating unit is determined on a basis consistent with the way the 
recoverable amount of the cash-generating unit is determined. 

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is 
less than the carrying amount of the unit. The impairment is allocated to reduce the carrying amount 
of the cash-generating assets of the unit on a pro rata basis, based on the carrying amount of each 
asset in the unit. These reductions in carrying amounts are treated as impairment losses on 
individual assets. 

In allocating an impairment loss, the municipality does not reduce the carrying amount of an asset 
below the highest of: 

• its fair value less costs to sell (if determinable); 

• its value in use (if determinable); and 

• zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is 
allocated pro rata to the other cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the 
carrying amount of that noncash-generating asset is allocated to the carrying amount of the cash- 
generating unit priorto estimation of the recoverable amount ofthe cash-generating unit. 

Reversal of impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment 
loss recognised in prior periods for a cash-generating asset may no longer exist or may have 
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decreased. If any such indication exists, the municipality estimates the recoverable amount of that 
asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has 
been a change in the estimates used to determine the asset's recoverable amount since the last 
impairment loss was recognised. The carrying amount of the asset is increased to its recoverable 
amount. The increase is a reversal of an impairment loss. The increased carrying amount of an asset 
attributable to a reversal of an impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or 
deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the 
cash-generating asset is adjusted in future periods to allocate the cash-generating asset's revised 
carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets 
of the unit pro rata with the carrying amounts of those assets. These increases in carrying amounts 
are treated as reversals of impairment losses for individual assets. No part of the amount of such a 
reversal is allocated to a non-cash-generating asset contributing service potential to a cash- 
generating unit. 

In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an 
asset is not increased above the lower of: 
its recoverable amount (if determinable); and 

the carrying amount that would have been determined (net of amortisation or depreciation) had no 
impairment loss been recognised forthe asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the 
asset is allocated pro rata to the other assets of the unit. 

2.28. Impairment of non-cash-generating assets 


Non-cash-generating assets are assets other than cash-generating assets. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it 
is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash- 
generating asset may be impaired. If any such indication exists, the municipality estimates the 
recoverable service amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also tests a non-cash 
generating intangible asset with an indefinite useful life or a non-cash-generating intangible asset 
not yet available for use for impairment annually by comparing its carrying amount with its 
recoverable service amount. This impairment test is performed at the same time every year. If an 
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intangible asset was initially recognised during the current reporting period, that intangible asset 
was tested for impairment before the end of the current reporting period. 

Value in use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets 
remaining service potential. 

The present value of the remaining service potential of a non-cash-generating asset is determined 
using the following approach: 

Depreciated replacement cost approach 

The present value of the remaining service potential of a non-cash-generating asset is determined as 
the depreciated replacement cost of the asset. The replacement cost of an asset is the cost to 
replace the asset's gross service potential. This cost is depreciated to reflect the asset in its used 
condition. An asset may be replaced either through reproduction (replication) of the existing asset or 
through replacement of its gross service potential. The depreciated replacement cost is measured as 
the reproduction or replacement cost of the asset, whichever is lower, less accumulated 
depreciation calculated on the basis of such cost, to reflect the already consumed or expired service 
potential of the asset. 

The replacement cost and reproduction cost of an asset is determined on an "optimised" basis. The 
rationale is that the municipality would not replace or reproduce the asset with a like asset if the 
asset to be replaced or reproduced is an overdesigned or overcapacity asset. Overdesigned assets 
contain features which are unnecessary for the goods or services the asset provides. Overcapacity 
assets are assets that have a greater capacity than is necessary to meet the demand for goods or 
services the asset provides. The determination of the replacement cost or reproduction cost of an 
asset on an optimised basisthus reflects the service potential required of the asset. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the 
carrying amount of the asset is reduced to its recoverable service amount. This reduction is an 
impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Afterthe recognition of an impairment loss, the depreciation (amortisation) charge forthe non-cash- 
generating asset is adjusted in future periods to allocate the non-cash-generating asset's revised 
carrying amount, less its residual value (if any), on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment 
loss recognised in prior periods for a non-cash-generating asset may no longer exist or may have 
decreased. If any such indication exists, the municipality estimates the recoverable service amount 
of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there 
has been a change in the estimates used to determine the assefs recoverable service amount since 
the last impairment loss was recognised. The carrying amount of the asset is increased to its 
recoverable service amount. The increase is a reversal of an impairment loss. 
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The increased carrying amount of an asset attributable to a reversai of an impairment loss does not 
exceed the carrying amount that would have been determined (net of depreciation or amortisation) 
had no impairment loss been recognised forthe asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in 
surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the 
non-cash-generating asset is adjusted in future periods to allocate the non-cash-generating asset's 
revised carrying amount, less its residual value (if any), on a systematic basis over its remaining 
useful life. 


2.29. Financial instruments 

Afinancial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or a residual interest of another entity. 

Classification 

The municipality has the following types of financial assets (classes and category) as reflected on the 
face of the statement of financial position or in the notes thereto: 

Class Category 

Receivables from exchange transactions Financial asset measured at amortised cost 
Receivables from non-exchange transactions Financial asset measured at amortised cost 
Cash and cash equivalents Financial asset measured at fair value 

The municipality has the following types of financial liabilities (classes and category) as reflected on 
the face of the statement of financial position or in the notes thereto: 

Class Category 

Payables from exchange transactions Financial liability measured at amortised cost 
Finance lease obligation Financial liability measured atamortised cost 
Bank overdraft Financial liability measured at amortised cost 

Initial recognition 

The municipality recognises a financial asset or a financial liability in its statement of financial 
position when the municipality 

becomesa party to the contractual provisions of the instrument. 

The municipality recognises financial assets using trade date accounting. 


Initial measurement of financial assets and financial liabiiities 
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The municipality measures a financial asset and financial liability, other than those subsequently 
measures at fairvalue, initially at its fairvalue plus transaction costs that are directly attributable to 
the acquisition or issue of the financial asset orfinancial liability. 

The municipality measuresall otherfinancial assetsand financial liabiliites initially at fair value. 

The municipality first assesses whether the substance of a concessionary loan is in fact a loan. On 
initial recognition, the municipality analyses a concessionary loan into its component parts and 
accounts for each component separately. The municipality accounts for that part of a concessionary 
loan that is: 

a social benefit in accordance with the Framework forthe Preparation and Presentation of Financial 
Statements, where it is the issuer of the loan; or 

non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange 
Transactions (Taxes and Transfers), where it is the recipient of the loan. 

Subsequent measurement of financial assets and financial liabilities 

The municipality measures all financial assets and financial liabilities after initial recognition using 
the following categories: 

• Financial instruments at fair value. 

• Financial instruments at amortised cost. 

• Financial instruments at cost. 

All financial assets measured at amortised cost, orcost, are subjectto an impairment review. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset 
or financial liability is measured at initial recognition minus principal repayments, plus or minus the 
cumulative amortisation using the effective interest method of any difference between that initial 
amount and the maturity amount, and minus any reduction (directly or through the use of an 
allowance account) for impairment or uncollectibility in the case of a financial asset. 

Fair value measurement considerations 

If the market for a financial instrument is not active, the municipality establishesfair value by usinga 
valuation technique. The objective of using a valuation technique is to establish what the transaction 
price would have been on the measurement date in an arm's length exchange motivated by normal 
operating considerations. Valuation techniques include using recent arm's length market 
transactions between knowledgeabie, willing parties, if available, reference to the current fair value 
of another instrument that is substantially the same, discounted cash flow analysis and option 
pricing models. If there is a valuation technique commonly used by market participants to price the 
instrument and that technique has been demonstrated to provide reliable estimates of prices 
obtained in actual market transactions, the municipality uses that technique. The chosen valuation 
technique makes maximum use of market inputs and relies as little as possible on municipality- 
specific inputs. It incorporates all factors that market participants would consider in setting a price 
and is consistent with accepted economic methodologies for pricing financial instruments. 
Periodicaliy, the municipality calibrates the valuation technique and tests it for validity using prices 
from any observable current market transactions in the same instrument (i.e. without modification 
or repackaging) or based on any available observable market data. 

Short-term receivables and payables are not discounted where the initiaE credit period granted or 
received is consistent with terms used in the public sector, either through established practices or 
legislation. 
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Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liabiiity measured 
at fair value is recognised in surplus or deficit. 

For financial assets and financial liabiiities measured at amortised cost or cost, a gain or loss is 
recognised in surplus or deficit when the financial asset or financial liability is derecognised or 
impaired, or through the amortisation process. 

Impairment and uncollectibility of financial assets 

The municipality assesses at the end of each reporting period whether there is any objective 
evidence that a financial asset orgroup of financial assets is impaired. 

For amounts due to the municipality, significant financial difficulties of the receivable, probability 
that the receivable will enter bankruptcy and default of payments are all considered indicators of 
impairment. 

Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost 
has been incurred, the amount of the loss is measured as the difference between the asset's 
carrying amount and the present value of estimated future cash flows (excluding future credit losses 
that have not been incurred) discounted at the financial asset's original effective interest rate. The 
carrying amount of the asset is reduced through the use of an allowance account. The amount of the 
loss is recognised in surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be 
related objectively to an event occurring after the impairment was recognised, the previously 
recognised impairment loss is reversed by adjusting an allowance account. The reversal does not 
resuit in a carrying amount of the financial asset that exceeds what the amortised cost would have 
been had the impairment not been recognised at the date the impairment is reversed. The amount 
of the reversal is recognised in surplus ordeficit. 

Where financial assets are impaired through the use of an allowance account, the amount of the loss 
is recognised in surplus or deficit within operating expenses. When such financial assets are written 
off, the write off is made against the relevant allowance account. Subsequent recoveries of amounts 
previously written off are credited against operating expenses. 

Financial assets measured at cost: 

If there is objective evidence that an impairment loss has been incurred on an investment in a 
residual interest that is not measured at fair value because its fair value cannot be measured 
reliably, the amount of the impairment loss is measured as the difference between the carrying 
amount of the financial asset and the present value of estimated future cash flows discounted at the 
current market rate of return for a similar financial asset. Such impairment losses are not reversed. 

2.30. Derecognition 
Financial assets 

The municipality derecognises financial assets using trade date accounting. 

The municipality derecognises a financial asset only when: 
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• the contractual rights to the cash flows from the financial asset expire, are settled or 
waived; 

• the municipality transfers to another party suɓstantially all of the risks and rewards of 
ownership of the financial asset; or 

• the municipality, despite having retained some significant risks and rewards of ownership 
of the financial asset, has transferred control of the asset to another party and the other 
party has the practical ability to sell the asset in its entirety to an unrelated third party, and 
is able to exercise that ability unilaterally and without needing to impose additional 
restrictions on the transfer. In this case, the municipality: 

derecognises the asset; and 

recognises separately any rights and obligations created or retained in 
the transfer. 

The carrying amount of the transferred asset is allocated between the rights or obligations retained 
and those transferred on the basis of their relative fair values at the transfer date. Newly created 
rights and obligations are measured at their fair values at that date. Any difference between the 
consideration received and the amounts recognised and derecognised is recognised in surplus or 
deficit in the period of the transfer. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and 
the sum of the consideration received is recognised in surplus or deficit. 

2.31. Financial liabilities 


The municipality removes a financial liability (or a part of a financial liability) from its statement of 
financial position when it is extinguished - i.e. when the obligation specified in the contract is 
discharged, cancelled, expires or waived. 

An exchange between an existing borrower and lender of debt instruments with substantially 
different terms is accounted for as having extinguished the original financial liability and a new 
financial liability is recognised. Similarly, a substantial modification of the terms of an existing 
financial liability or a part of it is accounted for as having extinguished the original financial liability 
and having recognised a newfinancial liability. 

The difference between the carrying amount of a financial liability (or part of a financial liability) 
extinguished or transferred to another party and the consideration paid, including any non-cash 
assets transferred or liabilities assumed, is recognised in surplus or deficit. Any liabilities that are 
waived, forgiven or assumed by another entity by way of a non-exchange transaction are accounted 
for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes 
and Transfers). 


Changes in accounting policies, estimates and errors 

Changes in accounting policies due to adoption of newly effective Standards of GRAP have been 
applied retrospectively in accordance with GRAP 3 requirements, except to the extent that it is 
impracticable to determine the period-specific effects or the cumulative effect of the change in 
policy or where allowed transitional provisions had been adopted. In such cases the municipality 
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would restate the opening. The provisions of IGRAP 1 have been applied prospectively in line with 
IGRAP 


Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non- 
exchange transaction, then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 
distribution at no charge or for a nominal charge; or 

consumption in the production process of goods to be distributed at no charge orfor a nominal 
charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the 
estimated costs of completion and the estimated costs necessary to make the sale, exchange or 
distribution. 

Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting 
date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs 
incurred in bringing the inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services 
produced and segregated for specific projects is assigned using specific identification of the 
individual costs. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula 
is used for all inventories having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense 
in the period in which the related revenue is recognised. If there is no related revenue, the expenses 
are recognised when the goods are distributed, or related services are rendered. The amount of any 
write-down of inventories to net realisable value or current replacement cost and all losses of 
inventories are recognised as an expense in the period the write-down or loss occurs. The amount of 
any reversal of any write-down of inventories, arising from an increase in net realisable value or 
current replacement cost, are recognised as a reduction in the amount of inventories recognised as 
an expense in the period in which the reversal occurs. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


Fiqures in Rand 

2015 

2014 

2. Recejvables from non exchange transactions 

Other Receivables 

Debtor - Interest accrued 

114 891 

820 001 

SALGA Games 

288 577 

432 250 

Sundry Debtors Deposits 

3 824 016 

3 617 159 

MIG Grant Control 


Debtor - Grader 

221 392 

221 392 

Prepaid Creditor 



Uthukela Receipting 

4 384 502 

4 330 625 

Agreement/ Arrangement Suspense 

397 357 

852 787 

Grant Debtor 


330 312 

MIG Debtor 



Greytown Bulk Water 
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Notes to the Annual Financial Statements (Continued) 



2015 

2014 

3. VAT receivable 

8 050 663 

21 794 075 


8 050 663 

21 794 075 


VAT is prepared on a cash basis. This receivable is as a result of expenditure incurred 


4. Consumer debtors 
Gross balances 


Water 

136 403 358 

111 716 845 

Sewerage 

44 754 831 

39 610 210 

VAT Payable on consumer debtors 

23 299 877 

19 307 925 

Interest 

47 786 545 

33180 825 

Add back credit balances 

-2 359 212 

-2 574 449 

Total Service Debtors 

249 885 398 

249 885 398 

201 241 356 

Less: Allowance tor impairment 

-201 322 780 

-147 063 707 

Net Balance 

48 562 619 

54 177 649 

Water 

Current (0 -30 days) 

3 794 187 

2 494 713 

31 - 60 days 

3 111 085 

2 975 366 

61 - 90 days 

3 226 006 

2128 726 

91 -120 days 

3106 086 

2 028 975 

121 -365 days 

123165 995 

102 089 065 

Less: Allowance for impairment 

-106 685 734 



29 717 623 

111 716 845 

SewerageCurrent (0 -30 days) 

Current (0 -30 days) 

1 021 946 

858 057 

31 - 60 days 

874 381 

1 064 152 

61 - 90 days 

731 196 

802 769 

91-120 days 

665 294 

760 214 

121 - 365 days 

41 462 013 

36 125 017 

Less: Allowance for impairment 

-37 784 048 


VAT 

6 970 784 

39 610 210 

Current (0 -30 days) 

665 480 

469 121 

31 - 60 days 

562 191 

554 895 

61 - 90 days 

539 396 

406 370 

91-120 days 

521 749 

403 195 

121 -365 days 

21 011 061 

17 474 344 

Less: Aflowance for impairment 

-17 989 195 


lnterest 

5 310 682 

19 307 925 

Current (0 -30 days) 

- 

1 278 522 

31 - 60 days 

1 534 737 

1 262 239 

61 - 90 days 

1 511 686 

1 054 405 

91 - 120days 

1 480 990 

1 045 681 

121 -365 days 

43 259 131 

6 311 138 

Less: Allowance for impairment 

-38 863 802 

22 228 841 


8 922 742 

33 180 825 

Add back credits 

Current (0 -30 days) 

-552 891 


31 - 60 days 

-55 746 


61 - 90 days 

-228 236 


91 -120 days 

-42 393 


121 - 365 days 

-1 479 945 

-2 359 212 


















4. Oonsumer debtors (contmued)Summary of debtors by customer classification Consumers 


Current (0 -30 days) 

3 010 719 

2 392 149 

31 - 60 days 

3 473 079 

3 312 372 

61 - 90 days 

3 490 718 

2 834 306 

91 -120 days 

3 366 519 

2 564 887 

121 -365 days 

171 859 163 

139 755 348 

Add back credit balances 

-1 072 975 

-1 216 053 


184127 223 

149 643 008 

Business/ Industrial/Commercial 

Current (0-30 days) 

723 966 

852 358 

31 - 60 days 

605 887 

1 027 642 

61 - 90 days 

564 053 

678 891 

91 - 120days 

477 895 

670 029 

121 -365 days 

19 115 894 

17 784 424 

Add back credit balances 

-376 634 

-234 485 

TotalNet debtors after impairment: 

21 111 061 

20 778 858 

Indigent 

Current (0-30 days) 

525 755 

- 

31 - 60 days 

750 901 

400 698 

61 - 90 days 

691 471 

399 171 

91 - 120days 

689 629 

183 499 

121 -365 days 

28 452 750 

21 797 574 

Add back credit balances 

22 817 

5 060 

Provinciai Government 

31 133 324 

22 786 002 

Current (0-30 days) 

1 221 173 

570 032 

31 - 60 days 

1 252 528 

1 127 830 

61 - 90 days 

1 262 041 

687 462 

91 - 120days 

1 240 075 

828 084 

121 -365 days 

9 470 393 

5 858 307 

Add back credit balances 

-932 419 

-1 128 971 


13 513 791 

7 942 744 

Net balance 

Less: Provision fordebt impairment 

54 259 072 

46 597 110 

Reconciliation of allowance for impairment 

-201 322 779 

-147 063 707 


-201 322 779 

-147 063 707 

Reclassification of debt impairment 

The provision for debt impairment was classified under general expenses in the prior period, this 

Allowance for impairment 

Water 

-106 685 734 

* 

SewerageCurrent (0 -30 days) 

-37 784 048 


VAT 

-17 989195 


Interest 

-38 863 802 

22 228 841 


-201 322 779 
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Notes to the Annual Financlal Statements (Continued) 


5. Cash and cash equivalents 

2015 


2014 


Cash and cash equivafents consist of: 



- 


Cash on hand 

4100 


4100 


Bank balances 

11 856 281 


1 792120 


Short-term deposits 

46 114100 


99 759 397 



57 974 481 


101 555 617 


5. Cash and cash equivalents (contrnued) 

The municipallty had the following bank accounts 





Account number / description 

Bank statement balances 

Cash book balances 


2015 

1 

2014 

2015 

2014 

FNB Current Cheque Account 
(Main) 62358106279 

11 734 762 

1 797 810 

11 734 762 

1 797 810 

ABSA Current Account 

4050280759 




* 

FNB WaterAccount 

62358438044 

101 705 

91 156 

101 705 

91 156 

FNB 7 Days Notice Account 

74321014438 

18 608 632 

11 893 348 

18 703 195 

1 f 893 348 

ABSA Bank Envestment Account 

2073784316 

- 


* 


FNB DBSA Secondary Account 

19 814 

10 000 

19 814 

-96 919 

ABSA Bank Investment Account 

2074161298 

_ 

1 778 571 


1 778 571 

ABSA Bank Investment Account 

2074360319 

- 

67 259 629 

- 

67 259 629 

ABSA Bank Investment Account 

9253667878 

60 300 

7 673 

60 563 

7 673 

FNB Investment Account 

62353578564 

1 621 005 

5 377 252 

1 628 000 

5 377 252 

Petty Cash 



4100 

4100 

Rand Merchant Call Investment 

Account021900664 

2 613 394 

7 000 401 

2 626 365 

7 000 401 

Nedbank Investment Account 

7337000049 

4 757 

4 516 

4 776 

4516 

Investec Investment Account 

1100461826502 

23 206 011 

6 438 006 

23 206 011 

6 438 080 

Investec Investment Account 

1100461826503 

- 

* 


' 


57 970 381 

101 658 362 

56 089 291 

101 555 617 





A re^akr conlalrlng Itw nlanwiwn requlrad by seclon 83 a( Uib Munldpa) Fnirws Mnhcganenr Act ls auibfcla lor inifMclnn 
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Notes to the Annual Financial Statements (Continued) _ 


2015 2014 

15. Other NDR 

uThukela Government Grant 

uThukela Capitalisation Reserve 

uThukela Accumulated Surplus __ 


16. Service charges 

Sale of water 43 618 073 29 059 611 

Sewerage and sanitation charges 11 622 301 9 996 125 

Water re-connection fee 43 454 428 392 

Sewerage / Water new connection fee _ 491 151 _ 53 329 

55 774 979 _39 537 457 


17. Interest income 

Bank 7 042 660 10 463 287 

Consumer interest 16 547 942 13 232 943 

SARS Interest _ 117 691 _ 

23 708 293 _23 696 230 


18. Government grants and subsidies 
Equitable share 

Water services Operational Grant 

Disaster Management grant 

Drought Relief 

Drought Relief DWAF 

FMG 

MSIG 

Greytown bulk water 
Lottery health care grant 
District growth summit 
KZNACIPWWTW 
Rural settlement grant 
LED grants 

Mtshongwenl Veg Project 
Shared sen/ices 
EPWP Incentives 
DTLGAS78 

Municipal Water Infrastructure Grant 

Rural Household Grant 

Dundee July Grant 

DWAF grant 

COGTA grants 

Massifikation of bulk water 

Envfronmental Management Framework 


213 364 000 

4 000 000 

5 000 000 

7 980 360 

8 961 398 
1 250 000 

934 000 
43 516 801 


1 401 947 

2 128 000 

500 000 
250 000 
1 790 000 

19 775 000 
4 000 000 
495 102 


1 000 000 
315 346 609 


191 952 000 
7 500 000 


1 250 000 
890 000 
31 033 009 
4 390 598 

4 293 884 


1 000 000 

16 050111 
4 000 000 
478 572 


1 586 461 
1 586 461 
264 424 635 


Capital grants 
MIG 


179 014 000 

-179 014 000 


186 505 000 
-186 505 000 


MWJG 

Balance unspent at beginning of year 1 438 948 

Current-year receipts 19 775 000 16 050 000 

Conditions met - transferred to revenue _ 21 213 948 _ 14 611 052 

Conditions still to be met - remain liabilities (see note 12). - 1 438 946 

Water Services Operational Grant 
Balance unspent at beginning of year 

Current-year receipts 4 000 000 7 500 000 

Conditions met - transferred to revenue 4 000 000 7 500 000 

Conditions still to be met - remain liabilities (see note 12). 

RBIG 

Balance unspent at beginning of year 

Current-year receipts 43 516 801 31 033 009 

Conditions met - transferred to revenue 43 516 801 31 033 009 

Conditions still to be met - remain liabilities (see note 12), 


4 000 000 
4 000 000 
8 000 000 


4 000 000 


Rural Household and Infrastructure Grant 
Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 

Conditions stili to be met - remain liabllities (see note 12), 


4 000 000 


FMG Grants 

Balance unspent at beglnning of year 

Conditions met - transferred to revenue 

Condttions still to be met - remain liabilities (see note 12), 

MSIG 

Balance unspent at beginning of year 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12), 

Environmental Management Framework 
Balance unspent at beginning of year 
Conditions met - transferred to revenue 

Conditions still to be met - remaln liabilities (see note 12). 

GIS Systems Grant 

Balance unspent at beginning of year 
Conditions met - transferred to revenue 

Condltions still to be met - remain iiabilities (see note 12). 


1 250 000 1 250 000 

1 250 000 _ 1 250 000 

2 500 000 


934 000 890 000 

934 000 _890 000 


1 000 000 


1 000 000 


64 337 
-64 337 


Rural Transport and Infrastructure Grant 

Balance unspent at beginning of year 

Current-year receipts 

Condrtions met - transferred to revenue 

Conditions still to be met - remain llabilities (see note 12). 

Disaster Management Grant 

Balanoe unspent at beginnlng of year 

Conditions met - transferred to revenue 

Conditions still to be met - remaln liabilitles (see note 12). 


77 079 
2128 000 
2 205 079 

-0 


269 339 
1 966 000 
2158 260 
77 079 


1 703 967 
3 296 033 


Asisukume Maize Mill 

Balance unspent at beginning of year 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12). 

Massifikation of Bulk Water 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met - remain liabilities (see note 12). 

EPWP Incentives 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain flabilities (see note 12). 


KZN ACIP WWTW 

Balance unspent at beginning of year 

Adjustments made 

Current-year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12). 


630 472 
577 090 


61 382 


1 390 377 
751 905 


63B 472 


2 084 951 
2 084 951 


12 318 326 
1 586 461 
11 819 837 


2 084 951 


526 
1 790 000 
1 790 528 


870 528 
1 000 000 
1 870 000 


528 


i 401 947 
1 401 947 


1 423 588 
-557 026 
4 293 884 
5160 446 


KZN COGTA 

Balance unspent at beginning of year 
Adjustments made 

Conditions met - transferred to revenue 


73 417 
557 026 
630 443 


LGSETA Training Grant 
Balance unspent at beginning of year 
Current-year receipts 

Conditions still to be met - remain liabilities (see note 12). 


129 888 200 000 

129 888 70 112 

129 888 


COGTA Rural Development Grant 

Current-year receipts 
Opening Balance 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabllities (sae note 12). 


289 799 569 799 

280 000 


289 799 


289 799 



Shared Services 
Current-year recefpts 
Opening Balance 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabllities (see note 12). 

Mtshongweni Vegetabie Project 
Opening Balance 
Current-year receipts 
Conditions stlll to be met 

Conditions stlll to be met - remain liabilities (see note 12). 

Dundee Rurai Horse Riding 

Opening Balance 
Current-year recelpts 
Conditions still to be met 

Conditions still to be met • remain liabilities (see note 12). 

Lottery 

Opening Balance 
Current-year receipts 
Conditions stifl to be met 

Conditions still to be met - remain fiabitities (see note 12). 


250 000 
250 000 


500 000 \ 800 000 

1 566 674 662 937 


495 102 
495 102 


4 390 598 
4 390 598 


Drought Relief 

Opening Balance 

Current-year receipts 7 980 360 

Cenditions still to be met - remain liabilities (see note 12). _7 980 360 


Drought Reiief DWAF 

Opening Balance 

Current-year receipts 8 961 398 

Conditions still to be met - remain liabilities (see note 12). 8 961 398 


Sumtnary Government Grants and Subsidies 

Equitable Share 

FMG 

MSIG 

MIG 

Other Grants 


213 364000 
1 250 000 
934 000 
179 014 000 
99 641 601 
494 203 601 


192 952 000 
1 250 000 
890 000 
186 505 000 
113193 917 


18.1. Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
Atl registered indigents receive a monthly subsidy of 6 kilolitres @R 6.04 excl of Vat, which is funded from the grant. 



UMZINYATH1 DISTRICT MUNICIPALITY 

Annuaf Financial Statements for the year ended 30 June 2015 

Notes to the Annual FlnanciaT StateniBntB (Contlnued) 



2 015 


19. Employee related costs 

Salaries and Wages 

61 G2Q 371 

55 990 701 

Qonuses 

3 956 562 

3 672 674 

Overtime paymente 

6137 038 

5 399 949 

Housing benefits and allowances 

86B427 

638 729 

Contribution for UtF, Pension and Medlcal Ald 

10 326 465 

8 363 704 

Standby Allowance / Shift Allowamce 

1 617 062 

1 382 213 

Travel and Other allowances 

4 150 242 

4278 644 

Leave Expenses 

3 450 170 

3 461 643 


93 545 296 

60 925 694 

Remuneration of Municipal Manager 

Annual Remuneration 

655 212 

1 439 683 

Actlng Allowance 

66 542 



921 753 

1 439 663 

Remuneration of Chief Finance Officer 

Annual Remuneration 

287 570 

444 997 

Actfng Allowance MrTalane 

1 025 463 



1 313 053 

444 997 

Director Community Services 

Annuaf Remuneration 

907 652 

1 071 587 

Actlng Allowance 

907 652 

1 071 567 

Technical Servtces Director 

Annual Remurveration 

1 314 736 

1 277 278 

Actlng Atlowance 

23 070 

- 


1 337 806 

1 277 276 

Corporate Servicas Director 

Annual Remuneratfon 

936347 

883 625 

AcHng Allowance 

- 



936 347 

883 625 

Pianning and Development Director 

Annual Remuneration 

532 956 

335114 

Acting Allowance 

36 690 

- 


571 846 

335114 


The Municipal Manager, CFO and Planning and Oevelopment Directof posltions were vacant In 2014/15 year 


20. Remuneration of councillors 


Mayor's allowance 

641 300 

614794 

Deputy Mayor’s allowance 

566 670 

545166 

Executfve Committee allowances 

407 659 

561 106 

Speaker's allowance 

293 679 

256111 

Councilfors' allowances 

1 726 189 

1 333 233 

Local Authorlty / travel fees 

112634 

67 464 

Medlcal Ald contributions 

32 096 

30316 

Moblle Date 

20100 

21 600 

Skills fevy 

33 577 

31 951 

Cellphone Allowances 


86 663 

Penslon Fund contribulions 

201 738 

189 647 


4 037 643 3 760 073 

4 037 643 


Jn-kind benefite 

The Mayor and Deputy Mayor are full-time, Speaker part-time. Each Is provlded wlth an offfce and secretarial support at the cost to the Councll 
The Mayor has use of a Council owned vehicle for offlcial dutles. 

The Mayor has two fulf-time bodyguards and a driver. The Deputy Mayor has two fulFHme bodyguards and a drh/er. 

Ttie Speaker has two full-tlme bodyguards and the Actlng Accountlng Officer has two full-time bodyguard. 

The Speaker and the Deputy Mayor has use of a Councll hirad vahlcle for offlcial dutles. 

22. Depredatlon and amortfaatlon 

Proparty, plant and eq ulpment 56317390 55 444 566 


23. Interest expense 

Interest paid _7 612 611 _7 574 025 


24. Qranta and subsidies paid 


M1G Grant 

113 263 540 

253 334 631 

Greytown Qulk Water 

36172 633 

27 872 912 

Lottery Grant - Prfmary Health Care 


4 390 596 

Massifikation of Bulk Water 

2 084 851 

11 819 637 

KZN ACIP WWTW 

1 248 619 

5160 445 

Reserves: General Grante: Finance Management Grant 

1 196 565 

1 250 000 

Reserves. Municipal Systems Improvement Grant 

665 433 

890 000 

Shared Servlces 

229 271 


EPWP Incentlves 

1 655 651 

1 870 000 

WSOG 

3 506 791 

7 500 000 

COGTA Rural Development 


280 000 

Reserves: GIS Systems Grant 


64 337 

KZN COGTA - Government Support 


630 442 

MWIG 

18 608 656 

14611 052 

RRAMS 

2 023 570 

2158260 

Dundee JUIy Grant 

495102 

478 572 

Dlsaster Management Grant 

1 703 967 


Msinga Aslsukume Maize 

577 090 

751 905 

Mtshongweni 

1 292 862 

662 937 

LG SetaTralnlrvg Grant 

120 072 

70 112 

Drought Hellef 

7 602 563 


Drought Ralief DWAF 

8 476 477 


Envlronmemal Management Framework 

Rural Households Infrastructure Grant 

7 082 352 


Less: Uthukela Water Assete Recognised 

- 

- 


210 217 364 

333 796 241 

Less: Infrastructure AdditiGns and W1P 

135 486 829 

161 962 859 


75 459 854 


151 833 381 






2015 

2014 

25. Gehera] expenses 



Accommodation 

1 540 5S6 

1 487204 

Advattisement 

194 24H 

193 105 

Agency Fbbs - Debt Qoltectors 

534 499 

218 229 

Agrfculhiral Inciibator 



Asset Vexiflcaiion 

1 329 939 

8 640 

Audltors TBmuneratjDn 

2 508 081 

2 024 526 

Audit Commlttee Costs 

143 200 

96 912 

Audlt - Intemal 

1 364 860 

534140 

Bank charges 

163 345 

129 251 

Books and Publicatlons 



BuJk Purchases 



Bursarles 

510 000 

385 000 

CCC Operator Costs 



Caterlng; Meetings and Seminars 

164 616 

171 981 

ChBmlcats 

14182 

7160 

Cleanlng Materfals 

35 848 

76 710 

CJeanlng services 

54 976 

54 916 

Computer Programs 

266 061 

356 088 

Conf erances & Seminafs 

3 000 

55 283 

Construction Incubator 



Corporate Material 


21 120 

Cost of Free Basic Servlces 



Customer Care - Rnance 

9 266 

268 712 

Customer Satisfaction Survey 



DBSA Loan Commisslon 


6 484 900 

Departmental Costs 



Development Agency 

38294 


Disaster Management 



Disaster Relief 

826 682 

1Q8B067 

Distrtct Cuftural Even 

201 250 

266 665 

Drought Relief 

29 163 881 

24 770 265 

Charges: Easy pay and Post Office 

90 680 

171 059 

Eldeify and Wtdow Programs 

225501 

318 BB2 

Electricity 



Emergency Servlce Provlaion 



Entertainment 

45 661 

31 125 

FJre servlces 

706 507 

939 285 

Fuel & oll 

4 661 184 

3 539 148 

GISTools 

438 333 


HIV/AIDS Programmes 

1 003 606 

913 751 

Human Resource 

641 156 

746 555 

IDP Sector Plan 

184 658 

76166 

IDP Review 

838 787 


ISWIP 



Infrastructural Prqects 


25 000 

tndigent Support 



Insurance 

1 317 689 

966 355 

Inventory- Log 

3089 

7 241 

Leave Expenses 


3 461 643 

LED: Projecte 

1 508 832 

783 26B 

Legal Coste 

1 853 346 

1 026 637 

License fees 

463 575 

513 795 

Local coundt 

546 890 

507280 

Marethon 


6 000 

Mayors Sports Toumament 

250 557 

377 747 

Management Audit/Technical Support 

6 657 588 

8 465 298 

Mayoral Imbizo 

1 717 928 

2 855 727 

Mayorat praject 


783 268 

Mayors Dtscretionary Fund 



Membership fees 

1 124 997 


Meter Readlng 

1 262 028 

1 252 743 

Munlclpal Evente 



Muntclpal Support 



Overgrown Stonds 

41 740 


Pauper Burlals 

198 560 

127 818 

Penaltias 

65580 

103 474 

Plan- Peopfe WIT 

386 326 

70 630 

Postage 

461 262 

435 551 

Printing and stationery 

149 051 

333 165 

Prpject Launch 

174 611 

1 220 611 

Prajects 



Marketing and Promollons 

B26447 

2 429 329 

Pramotion of Tourism 

316 734 

170356 

Poverty AllBViatlon 

283 783 

1 455 565 

Recrultment of Staff 

265 644 

85 269 

Rental Offjres 

276 461 


HBntal Offices and Machinery 

944 540 

824 853 

Rural Horse Riding 

1 082 052 

45 643 

Sample of Food and Milk 

53 414 


Security 

2 662 594 


Shows, Exhfblts 



Signage KZN Tourlsm 



Sport and Culture 

4147 573 

3 046 951 

Subscrfptfons 

4 707 

5 510 

Subslstonce and Travelling 

2173 002 

3204328 

Tdephone 

1 141 092 

999 639 

Transpori Official Vehicle 


2 700 745 

Vat adjustments 

-1 519518 


Ward Sport Development 


106 222 

Water Chaige - Indigent 



Water and Bectrlcity 

18 445 582 

16B34 662 

Water Servlces Operational Cost 

47 951 696 

68 570 550 

Water Conversation 


4 600 

Woman and Gender 

473 375 

116221 

UThukeia Water Distribution 


21 686 

Youth and Gender 

8 474 

136 941 


145 761 2B7 


169 556 586 



Umzinynthi Dialrict Municlpality 

AnnuaJ Financial Slatementa foi Ihe year anded 30 Juru ZQ15 
Notu to the Annual Fltuncjai Statemants 



2015 

2014 

26, Auditora' Romuneration 

Audit Fcso - CtficD ef tfic Auditcr Ccncral 

SEC3 DCt 

£ GZ4 526 

Ai/dft Commlttae 

143200 

96 912 


2 €51 261 

£121 433 

27. Cooh uood in operationa 

2015 

2014 

Surpluo 

3SG 351 202 

£43 833 522" 

Adjuotments for: Depreciation and amortisat'on 

56 317 300 

55 444 588 

Gain on i&la of asseta ard liabilhies 

Gain attrtbirtable toTransfer of asseta 

-1 722 612 

-264 311 488 

Gain cn jofnl ventura investment 

-276 086 364 

35 015 003 

Intaroot Incame 

-10 547 042 

-13 232 943 

Rnance casts 

7 012 811 


Movomerrt In retirement benefit aasets and liabilities 

2 000 02B 

9 641 000 

Othar non-cgsh Kems 

-48 331 622 


Petty cash and cash (loat 

Outetanding chaques 

4100 


Changea ln working capital: 

Mcvomante fn Proviskma for Bad debts 

7 BS1 062 

53 933 505 

□ebtors 

1 373 700 

6 652 303 

Conoumor dahtora 

-5 615030 

-20 391 141 

Crodftore 

-7 090 407 

- 

VAT 

-13 743412 

-9 331 734 

Unspont ccnditional granto and receipts 

-5 Q79 124 

-9 1 62 985 

Othor ncn-cash movamants 

Movemem in resBrvas 

-1 519 517 

-577 142 


67 433 054 

80 753 481 


87 433 054 



2 015 


2 014 


20. MIG Expenditure 

Endumeni / Nquthu bulk/Mgungundlovu 
uMvoti Area Sanitalion 

2 G74 GBG 

1 992 992 

Eehane Water Supply 

568 066 


HlaTflkazi Waler Supply 


467 000 

DW*F 


490 303 

Hlimbithwathi Sanitation 


£ 067 380 

Keaies Drltt Wator Scheme 

Ntirarn rtojjionai Waiei 

434 320 

1 492 101 

Makhabotanl CommunUy Water Supply Scheme Phase 4 and PhasaS 

4 7GG 250 


Kwakcpi Mhlangana VIP sanitation 

2 217 496 

7 2G9 093 

Makhabelsni Phaae G 

1446 277 

11 522 492 

Makhabenl SanTtatlon: Implementation 

Mbono WatHf 

8 327 259 

6 705 224 

Douglas Watar 

2 475 465 


Mthembu Water Supply 

Pomeroy Douqlas Sanltatlon profect 


12 435164 

Mbulwane - HilmbKhwa 

309 70S 

270 308 

Muden SanHatlon 

5 090 972 

9 524 637 

Vantis Driii Water 

Ngubukazl Watar Supply 

1 017 631 


Ngubukazl Waler Supply Phass 3 


11 000 090 

Nquthu Sannatlon 

7 690 676 

23 053 080 

Ophathe - Water 

21 322 126 

7 502 123 

Othams SenKation 

16 BBB 640 

13 273407 

Pomeroy Qulk Water Supply PJiaae £ 



SKhemblle £7 

2 726 596 

3 407434 

Rugtotontelft Setielment Aroa 

Umzinyalhi Rudlmentary 

09 500 203 

59 17G 807 

Umsinga Bulk water 

13433 504 

27 632 B0G 

Muden Regiohal Butk Scheme 

11 727 055 

2G B63 999 

Dundee bulk 

Mthernbu water Extension 


: 

Nquthu North Eastern Services 

3140 204 

693754 

Othame Water 

odjustment as per ctrcular 58 / Conlribution to funds 

195757135 

27 S70 073 
254 646 677 

29. Commltment* 

Authorised capilal expenditure 

Approvsd and not contracted 

95 955 700 

48 271 9G7 

Already contracted for and approved 

535 086 733 

158 411 OOS 

Totat 

631 042 441 

206 662 973 

Capilal commltmente have been funded Irom govemment grants 

Operating laases - as lessea Cexpense) 

Minimurn lease payments due 
within one ysar 

744 580 

674 SG7 

tn second to tifth ysar Indiislve 

340 004 

1 738 484 


1 084 591 

2 413 051 



The Mnnlcipai'rty is leafiing 16 copiera from Xerox and monlhly renial expense has bean accounted for In ihe atatamenl ol 

financlal performance. The average lesse lerm la 5 yeara and the overage escafation rala is 10%. Thfl eacafaliorr ia fixed for the durallon of the contract. 
No arrangemenle fiave been entered into for contingant net cbligation unrfer cperating lease are sacurad by the lesso/s tltle to the leflfled assst. 


30. Contingflticfei 

Clflimfor damage - Endumenf Munlclpfllfty 

The municipafny recieved ccrfespondence dated 26 October 3010 copisd to the Auditor-Ofenflfflf, MEC for Local 

Govarment Provincial and Natlonal Trsaaury from Endumeni Munfcipalily een/lng fl notice In tarms of section 41 (2) of the Intergavermenlal relations framework Act 13 o/ 2D0S 
relflting to llw faffure of Umzmyathl to fecilitete the transfsr of assete and liabilities lo the valua of H 6 B26 613 and flnal demand for payment of an outstandlng flmount of Rl7 D6B 633.59 
for cperaL'onal expandlture Incurred hy endUmeni Municipafity on behalf of Umzlnyathl DMforvftttersenncBsfunctlon. Endumflnl Munlcipality intends to taka lagel acflons should Ihis matter. 
remain unresotved 

However wfion audlt was conductod by Gobodo, it waa tound that Lho aclual amount owed is H 15 097119.61 not R 17 069 

6E3.5B. The R 6 6E6 612 Wfls the orlglnel capital loan amovnt, but went up to R 15 997 119.61 (R 9 370 507.61 induded of cepltai chargos) 

Umzinyathi Hleuia Municlpaliiy has always been willing to resoTve this matter bul i Amounl as per Uthukela Water (Pty) Ltd 
documents from Ernfumeni Murklpelny for Iheir daim which was submitted on Ihe 22 Octobar 2010. 

Umzinyathi Disulct Munldpaflty reaotvfld to invsstigate and verify the claj'm by Endumenl Municipality and preeentfEnfll flndngs 1o EXCO For approval 
R11 769 467.61 has bean paid to Endumeni Municipality anti R4 337 407.51 for Inlemal loana still in dispute. The matter was 

waa resolVBd wlth Endumem Munldpallty whom 1o date has failed to submil a wrftten eonftrmallon of wrfting oH the account. This matLer has been resolved aa par courcil resolution 
recaived from Endumem Munfdpaltty 

uThukalfl Wflter 

Thera's a dispute of an amount of R43 400 474 between uThukela water and the MunfcipeHty as uThukela walor clalma that the municipalhy owes an amount 
of R110 734 609 but can only pmva an umount of RB7 334 135 


Legal Mattera pending 

There are 5 Dflgatians end daima pendng ageinst Ihe munfcipalily 

Umztnyathi Diatrict Huniclpallty v Conaultant 
Consultant waa appainted as a consultant and one of the objectivea d Lho contract was that the coneultarrt aouroa funding for the projact. 

The conaultant did not med thoso objectrvss therefore tha munldpalhy cancdled the contract whfch than ied to the dispute. 

Umztnyethi District Municipality v Suppdor 

Suppller clalma compansatian payment ot ccmpensatlort against Umzinyathi for dafamation 250 000 

Hotfl 

Plantiff has otfored settlement of this matter on tha basis that each party pays its own costa. 

Umzinyathi Diatrict Municipality v Suppller 

The consultant underperfomied with a project at eQhudanl and the mjnicipality cancelled Iha contrad hsncethe dispuled erisedfrom tha contrad.. 

Umzfnyothi Diotrict MunTcipality v Suppller 306 

Supplier provldfld eccommodatkxi For boifyguards as per contract however the municipality cancalled tho contract 

whh the securlty company and therefore the company dalms that tha municipality should have contfnufld with the conlract. 


2 015 3014 

20 607 011 


Umzlnyathi Dietrict MunicipaTrty V fcrmer amployee 

Formor employaa was tflsmfssed. Ho is claiming a payment of tha eald fea for the alleged ccntract 


1 230 949 



31. Fruftleso and wasteful oxpondituro 

2 015 

2D14 

Openlng balance 

Ij72 202 

403 033 

Panaities and earty wtthdrawals 

Abuse of fudl earde 


289169 

- 

072 202 

672 202 

Fud cards v/era abusad in the prsvious ysa/. Intemal control meeaures ware pul in placo to ensuro that Fusl cards were contnolied. An oflicial waa asslgned a tast to 
monttor the vehldes of the municfpslity, Thls has shown improvement on the abuse ot fuel cards. 

32. Irrogular expenditure 

2015 

2014 

Oponing balance 

121 7SS 5S9 

12 960 696 

Add: Irregular E>penditura - cumentyaar 

179 063200 

106 794 663 

Lese: Amounla condoned 



Applicatlon to Treasury will be made requesting condonemsnl 

33.Revonus 

301 416 756 

121 755 55B 

Servics chargaa 

SS 774 979 

39 055 736 

RenlaJ of facnilfea and equipment 

332 668 

186 299 

Interest recelvad - Investment 

23 708 263 

10 463 267 

Govornmsnt grants & aubsidies 

494 203 601 

490 400 319 

Sundry Income 

2 524 736 

14 540342 

33.1 Revenue from exchango transactions - Rental of facilltlea and equlpment 

The amount fecehred on invastmant proporty for rental of premlsos owned by the munlc'ipality totala to R332 6BS 

576 54429B 

554 645 983 


Expendfturo writtsn-off 

- 

3 391 940 

Expencf turs Incurrsd 

634 020 

-3391 940 


634020 



34.b SCM RagUlatlotu 
Mbw IntBrgratBd Sdutlons (NtCS) 

PrtcawatflrhouBo Coopers (PWC} 

Tho abovo appointmonls wers <fona Jn accordance with Sectjon 36 and woro approVfld bv the Accountlng Officer and 
ratified by the Courcil. 

Enpendfturo wrltton-off 
ExpendKura Incurnod 


S31 624 
59 B50 



35. Risk mansgement 
Liquidiiy nsk 

Tho municipalHy's risk 1o liquidjty is a raault of tho hinds avaflabta to cover future commitmenls. The munlcipaliLy managea 
liquidily risfc Ihrough an ongolng rwrisw of future ccmm'rtmants and credltfacirities. 

Crsdii nsk 

Cradit riskconsists mafnly oT cash daposits, caah squlvalsnts, derivalive Nnancial inslruments andtrade debtors. Tha 
muniopality only deposfls cash with major banks wnh high quailty credH siandlng and limits BKpoaure to any one counter-party 
Trada recel ables comprisa a wfdespread customw base Management ovatuated credit risk reiatlng to custumers cn an 

ongotng basis. If customera are Independenlly raled, these ralings are uaed, Otherwiss, if there |> no Indapendent ratirg, riskcontroi assesses Ihe credH quality of the custDmer, lakfng Inlo account tts financlal position, 
pasi sxpsrience ard oxherfgctors. Tho utflisation ol credlt limits negulariy monitored. Sales Lo retail customws are settled in caah. 

Firanciai assels sxposed to credit risk af year and wera as follows: 

36. Gofng CDneem 

The annual Nnandaf slatementa have besn prepared ontha basrs of accauntkng policiss applicable to a golng concern. Thia 

basfa presumss that funds wflt be avsilable to ffnanw fulure operations and that Ihe realisatior of asaeta and sstUement of riabilities, conUngsnt obligallons and ccmmHmenls will occur ln the ordinary course cf buslness. 


37, Evente sftar tha reporting date 

The post for tho CFO was re-advBrtised as the Munidpality did not find a suHsbla qualifisd candfdate to ffll tha post. Ths new MM has baBn appointed and ks assumlng his dutiss an Ihs Isi of Septsmber 2015 


36. Additionat dfsclosure fn terms of Munfcrpaf Syatems Act Shsdule 1,12a snd schsdule 2,10 
CouncillDrs' arrsar consumer aocounts 

Ths foflowing Counclllors and Emptoyses had arrear aixounts outstanding for more than S0 days al 30 Juna 2015: 41 aao 


CounciUera 3OJune2015 

Mahays T M & M L 
MLhombsni N B & C G 
Khanylla Nothistwe 
Mncubs TE 
YengwaMS 
Mfeka JA 
Chambuls BS 
Bedassl I 


Emptoyn Name 


Malunga N M 
Deariovs P □ 
Mkhwanazi S C 
Kumalo P 
ZuluVD 
Mawila MP 
NzimakWB N 
MaJunga MS 
Zulu SK 
Twala NB 
Mkhiza CB artd RN 
NdlovuN 

Dladlo MB and MM 
Mvsfasa S 
MndawaniTJ 
Gcabashe S 
Dums N 
Mazlbuko LB 
Malunga T 
Ndlovu BE 
Moodley 5 
Thompson MC 
KhozaK 
MlamboRK 
WflJiams S 
Thwala NB 
Munessar A 
Goge MD 
Nakani T 
Shangaaa CB 
MadonaalaTC 
KubhakaTS 
Ndlovu STN 


Outstandfng 

Outstanding 

Total 

tass than BO days 

more tfum 90 
dnvs 


2 194 

36 623 

3B 617 

769 

16 106 

16 675 

376 

6 221 

6 559 

494 

6 767 

7 261 

741 

6 969 

9 730 

5B4 

- 

594 

271 

1030 

1 300 

121 


121 

5 552 

77755 

83 317 


Oirtstandfng 

Outstandfng 

Totaf 

leu than 90 daya 

mone tfian BO 
tfavs 


1 804 

42 706 

44 512 

1 770 

45 321 

47 090 

1 269 

20 650 

22 119 

1 655 

15 150 

16 705 

144 

7136 

7 262 

582 

5 578 

6 160 

- 

1 700 

1 700 

99 

3356 

3 458 

246 

2 321 

2 569 

455 

2 770 

3 226 

- 


- 

- 

1 166 

1 168 
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2150 

2 363 

- 
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- 

454 
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- 
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591 

746 

1 337 

516 

7 669 

6 605 

1 278 

27 615 

26 693 

1 070 

23665 

24 935 

336 

7 94B 

6 282 

2122 

5 667 

6 009 

612 

7116 

7 730 

166 

3 967 

4155 

455 

2 770 

3 225 

520 

2 113 

2 633 

21 

275 

295 

6337 

- 

5 337 

331 

241 

571 

460 
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100 


100 


3 

3 
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22 930 241 45« 264 369) 
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244 

417 

126 

136 

265 
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226 
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- 

- 

65 
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1 593 

1 559 

2690 
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ka» than 90 days 

more than 90 
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562 

40499 

41 060 

796 

36 344 

39 142 

263 

16 902 

17 185 

137 

13140 

13 276 

235 

4 913 

5 048 

- 


- 

- 

3 350 

3 350 

116 

1411 

1 527 

23 

1 611 

1 635 



- 

£26 


226 


1 168 

1 166 


- 

- 


991 

991 


391 

391 


- 

- 


196 

196 
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13 
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15 

















































2395 122 819 125 214 1 






UmzinyathJ District Municipality 

Annua! Financial statements for the year ended 30 June 2015 
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Disoount Reoeived on Loan 2 004 020 

Other Income _ 520 716 _ 1 307 399 

_2 524 736 _1 307 399 



